STATE OF ILLINOIS

SECRETARY OF STATE
SECURITIES DEPARTMENT
)
IN THE MATTER OF: )
)
Timothy Knauf ) File No: 1300029
(CRD# 1902373), d/b/a )
Midwest Finaneial Associutes )
)
)
CONSENT ORDER
TO THE RESPONDENT: Timathy Knauf
(CRD¥ 1902373)

$55 8, Petryville Road
Rockford, IL 61108

Midwest Financial Associates
555 8. Perryville Road
Rockdford, IL 61 1_08

WHEREAS, Respondent Timothy Kunuf and Midwest Financial Associstes, Inc., on the
. day of March, 2013 executed a certain Stipuletion to Enter Consent Order (“the
Stipulation'), which hcreby is incorporated by reference herein,

WHEREAS, by means of the Stipulation, Respondents have admitted to the Jurisdiction
of the Secretary of State.

WHEREAS, b'y means of the Stipulation, Respondents acknowled ges service of the
Department's Notice of Hearing dated March __, 2013 in this proceeding (the “Notice”) and has
consented to the entry of this Consent Order (“Consent Order”).

WHEREAS, by means of the Stipulation, Timothy Knauf has acknowledged that the
following shall be adopted as the Secretary of State's Findings of Fact:

1. Respondent Timothy Knauf {"Knauf") is an individual with last known addresses of 555
8. Perryville Road, Rockford, [L 61108.

2. Kneuf is President of Midwest Financial Associates, Inc. (“Midwest™). Knauf is the sole
investment adviser representative of Midwest,

3. Knauf was also previously registered as 2 se-curities salesperson in the State of Illinois.
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. FINRA is a private, non-governmental organization that is registered with the United
States Securities and Exchange Commission as a self-regulatory organization pursuant to
the Securities Exchange Act of 1934,

. Section 12 (D) of the lllinois Securities Law of 1953 [815 ILCS 5/1 etseq] (“the Act”)
states, inter alia, that it shall be a violation of the provision of thiy Act for any person to
fail to file with the Secretary of State any application, report or document required to be
filed under the provisions of this Act or any rule or regulation made by the Secretary of
State pursuant to this Act or to fail to comply with the terms of any order of the Secretary
of State igsued pursuant to Section 11 hereof:

Knauf did not dmely disclose the notice (commonty known as a8 WELLS letter)
that he received from FINRA regarding the commencement of a procaeding on
his individual registration or on Midwest's Forrn ADV,

. In order to resolve an investigation initiated by FINRA, Knauf submitted a Letter of
Acceptance, Weiver and Consent (“"AWC") to FINRA that wag accepted on February 5%,
2013. Although Knauf neither admitted nor deaied the allegations, the AWC established
the following facts end conduct;

& Knauf recelved payments for referring clients to Crawford Asset Management
(“CAM™), a registerad investment adviser;

b. Knauf did not direotly or promptly inform First Heartland Capltal, a registered
broker-desler with whom he associated, of his referrals to CAM; and

. In submitting the AWC to FINRA. Knauf consented to a suspension from associating
with any FINRA member firm in any and all capacities for a period of 60 days and a
$5,000 fine.

. Bection 8.E(1)(§} of the Act provides, Inter alia, that the repisteation of an lnvestment
adviser representative may be suspended or revoked if the Secretary of Stats finds that
such investment adviser representative has had membership ip or association with any
self-regulatory organization registered under the :Federal 1934 Act or the Federal 1974
Act suspended, revoked, refused, expelled, cancelled, barred, limited in any capacity, or
otherwise adversely affected in a similar manner arising from any fraudulent or deceptive
act or a practice in violation of any rule, regulation or standard duly promulgated by the
self-regulatory organization.

. Section 11.F(7) of the Act states, inrer alia, that whenever the Secretary of State finds
that a person is currently expelled from, refused membership in or association with, or
limited in any material capacity by a self-regulatory organization registered under the
Federal 1934 Act or Pederal 1974 Act because of a fraudulent or deceptive act or a
practice in violation of a rule, regulation, or standard duty promulgated by the self-
regulatory organization, thc Secretary of State may, at his or her discretion, cnter a
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Summary order of Prohibitlon, which shall prohibit the offer or sale of any socurities by
the person in this State.

WHEREAS, by means of the Stipulation, Respondents have acknowledged that the
following shall be adopted as the Secretary of State’s Conclusions of Law:

1. lllinols bas jurisdiction over this matter pursuant to the Illinois Securities Law of 1953
[BI15 ILCS 5] (the "Act").

2. The Iilinois Sccurities Department finds that the above conduct subjects Knauf to
sanctions pursuant to Sections 8.E (1)(3), 11.F(7) and 12(D) of the Act.

WHEREAS, by means of the Stipulation, the parties acknowledged a nd agreed that
Respondent shall pay ten thousand dollars ($10,000.00) to the Illinois Secretary of State,
Securities Audit and Enforcernent Fund. Said payment shall be made ne later than thirty (30)
days afier the entry of this Consent Order,

WHEREAS, by means of the Stipulation, Midwest acknowledged and agreed that it shall
rofund edvisory fees to his olients for the period during which Midwest Finanoial Associatay did
not update the ADV to disclosed the pending FINRA matter,

WHEREAS, by means of the Stipulation, Knauf acknowledged and agreed that he is
currently serving a sixty (60} day suspension from associating with any FINRA member firm in
any and all capacities (the “FINRA suspension™). The FINRA suspension began on February 19,
2013,

WHEREAS, by means of the Stipulation, Knauf acknowledged and agreed that upon the
entry of this Consent Order, his registration shall be reviewed by a licensod attorney once a year:

WHEREAS, by means of the Stipulation, the parties acknowledged and agreed that the
foregoing and the entry of this Consent Ordeor shall resolve among the Respondents and the
Tlinois Secretary of State the matter that is FINRA proceeding snd the Respondents’ failure to
timely update their respective registretion documents to disclose the FINRA proceeding:

NOW THEREFORE, IT IS HEREBY ORDERED THAT:

1. Respondent, Timotby Knauf, shall pay ten thousend dellare ($10,000.00) to the Illinois
Sceretary of State, Securities Audit and Enforeament Fund. Said payment shall be mado
no later than thirty (30) days after the entry of this Consent Order.

2. Within 30 days of the entry of this Consent Order, Respondent, Midwest Financial
Associates, Inc., shall write and deliver a letter to all of its advisory clients for the peried
during which it did not update its Form ADV to disclose the pending FINRA matter
which letter will inform the clients that the Form ADV was not timely updated to disclose
the FINRA procecding and that the client may receive a refund of sdvisory fees for the
period during which Midwest Financial Associates had not timely updated the Form
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ADV. The letter shall request that the client respond within 30 days affrmatively or
negatively to the offer to refund the advisory fees. Respondent Midwest Financial
Asspciates, Ino, shall maintain copies of the letters, responses and, onee a client requests
& refund, evidence of the delivery of such refund to the client within 30 days of the
reqyest.

3. Respondent, Timothy Knauf, acknowledged and agreed that upon the entry of this
Congent Order, his registration shall be reviewed by a licensed attorney once s year.

4, The Notice of Hearing dated March ___, 2013, as it relates to Respondent Timothy Knauf
and Midwest Financlal Associates i3 dismisged without further proceedings.

Secretary of State
State of [llingis

#
Entered: msZZ day of March, 2013,

NOTICE: Failure to comply with the terms of thig Ovder shal] be a violation of Section
12.D of the Act. Any person or entity who falls to comply with the terms of this Order of the
Secretary of State, having knowledge of the existence of the Order shall be guilty of a Class 4
Felony.

Attorney for the Secretary of State;

Tom Sianis

[ilinois Securities Department

Office of the Secrotary of State

69 Wost Washington Street, Suite 1220
Chicago, Illinojs 60602
(312)793-3595



